HEALTH CARE FINANCING BRIEF

PROTECTING CURRENT & FUTURE NURSING HOME RESIDENTS
AND THEIR FAMILIES: CHALLENGING CONVENTIONAL WISDOM ON
THE COST OF MANDATING MINIMUM SAFE STAFFING
INTRODUCTION:
Concerns about growing healthcare expenditures, the rapidly aging baby boomer
generation and the persistence of serious, widespread problems for nursing home
residents all point to the urgent need to address problems in the nursing home system.
Nursing home advocates know there is only one solution that can improve quality of care
and significantly reduce unnecessary expenditures at the same time—invest in the
workforce. At congressional hearings to mark the 20th anniversary of passage of the
Nursing Home Reform Law (OBRA ’87), Dr. Charlene Harrington, one of the leading
researchers in this field, gave a simple explanation for the persistent poor quality of
nursing home care: “the basic problem is that we have inadequate staffing levels.” 1 As
Dr. Harrington’s and others’ works have repeatedly shown, staffing levels are key to
nursing home quality. Yet while we entrust nursing homes with our most frail loved
ones, and provide them with significant public money to give good care, we do not
require that they maintain the staffing levels needed to provide adequate care and
prevent harm from neglect or abuse.
Skilled nursing facilities account for 15% of all Medicaid expenditures nationally, costing
$5 billion more than regular payments for inpatient hospital expenditures.2 Yet, as
Senator Herb Kohl, Chairman of the Senate Special Committee on Aging stated, “in
2006, nearly one in five nursing homes nationwide were cited for poor care that causes
actual harm to residents. Among a group of facilities studied in 1998 and 1999 that
provided poor care, the agency found that nearly half have made no progress between
that time and now.” As Senator Kohl noted, “this is unacceptable.” How can our nursing
homes have such persistent, significant problems when
so much of our money is invested in them to provide
“the basic problem is
good care? Clearly, action is needed to bridge the gap
that we have inadequate
between the level of care we are paying for and that
staffing levels.”
which we are getting.
Because so many nursing homes will not make the investment in the nursing home
workforce on their own, it is crucial that our government leaders require that nursing
homes have safe staffing levels. This brief describes how increasing nursing home
staffing levels can not only lead to improved quality of life and quality of care, it can also
result in costsavings and increased financial efficiency.
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MEDICAID FRAUD AND OTHER OPPORTUNITIES TO CONTROL COSTS WITHOUT
SACRIFICING RESIDENT SAFETY & DIGNITY:
In order to address nursing home quality and the cost of adequate care, we must first
address persistent Medicaid fraud and other financial inefficiencies.
Medicaid Fraud
Medicaid fraud is not limited to fraudulent reporting. Medicaid fraud also occurs when
providers, who take in tax payer dollars with the promise of providing good care and
quality of life, fail to fulfill that promise. Hiring enough staff to care for the vulnerable
residents is a key component of fulfilling this promise, yet it is all but completely
overlooked in our oversight and accountability mechanisms. We would not permit
nursing homes to take in residents and receive reimbursement if they did not have
enough beds for the residents in their home. We would not accept excuses like “these
are all the beds we could afford” or “we didn’t know where to find any more beds” or
“some of our beds broke” and allow nursing homes
to put residents two or three to a bed and pass
inspection and continue to be reimbursed.
Likewise, we would not allow a facility to say that
they only have enough fuel to heat half of their
rooms, or enough food to feed some of their
residents only one meal a day. We would be
outraged. There would be an uproar in the press.
Our political leaders would be demanding
accountability. Our regulators would spring to
action to stop payments and take immediate
remedial action. Why then, knowing the critical role of staffing, do we allow nursing
homes to continue “business as usual” when their resident care or quality of life is below
legal standards (meaning that those vulnerable residents are suffering or even dying)
and their staffing is below known safety levels?
If the Centers for Medicare and Medicaid Services (CMS) will no longer reimburse
hospitals for treatment of medical errors, including hospital
acquired infections, pressure ulcers and catheter associated
An increase of 30 to
urinary tract infections, then CMS should not reimburse
40 minutes per day
nursing homes for adverse health outcomes caused by poor
could result in an
management, such as the failure to maintain adequate
3
annual savings of
staffing levels.

$3,191 per resident.

Increase Staff to Decrease Costs
Contrary to prevailing presumptions, raising staffing levels also presents an opportunity
to uncover additional cost savings. For example, experts have determined that adding
staff can improve continence care, which brings significant savings in the cost of laundry
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and diapers.4 A study of RN staffing time found that an increase of 30 to 40 minutes per
day could result in an annual savings of $3,191 per resident.5 Increasing staffing levels
can also decrease the costs associated with psychotropic drug use. Studies have
shown that increasing staffing levels allows staff to interact with residents in a productive
way that reduces the need for psychotropic drugs.6 Decreasing the use of psychotropic
drugs not only reduces the cost of drug use, but it can also help to prevent injurious falls,
which frequently result in hospitalization (at considerable cost). A study found that
patients hospitalized due to falls had 63% greater odds of exposure to antipsychotic
medication.7 Zolpidem, which was purported to be a safer sedativehypnotic, was
associated with a 95% increased risk of hip fracture.8
Increasing RN staffing levels results in improvement on several indicators of health
outcomes such as continence care, mental health, pressure ulcers and unnecessary
hospitalization. A report in The Gerontologist found that correcting unnecessary
hospitalization of nursing home residents can result in a cost savings of $942,763,530
per year.9 Increasing staff leads to healthier residents, and because the residents are
staying out of the hospitals, the government and tax payers are saving money.10
Cost of Staff Turnover

A 45% turnover rate
among 2.6 million long
term care workers,
results in a cost of
approximately $4.1
billion per year.

The problem of high staff turnover in nursing homes is
wellknown. It affects the quality of care and adds
significantly to labor costs. A metaanalysis of CNA, LPN
and RN turnover rates found that they range widely. CNA
turnover rates were found to range from a low of 14% to a
startling 346% annually.11 [Compare with an overall
national average employee turnover rate of 14.4% annually, according to the Bureau of
National Affairs.] The rule of thumb for the direct cost of turnover per employee is 25% of
the employee’s annual total compensation package. Applying a conservative 45%
turnover rate to the 2.6 million long term care workers, with an average turnover cost of
$3,500 per employee (again, a very conservative figure), results in a cost of
approximately $4.1 billion per year. 12 However, further analysis suggests that the
indirect costs of turnover may make our overall cost substantially higher. High turnover
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rates are highly correlated with a decrease in quality of care, decline in productivity and
damage to the nursing home’s reputation.17
Addressing the Nursing Shortage
Opponents to staffing ratios sometimes claim that it will be impossible for nursing homes
to meet the nurse staffing levels that CMS13 determined would yield quality
improvements because there are just not enough nurses to hire. Addressing this
concern requires a careful examination of occupation growth trends in addition to asking
why nurses and nursing assistants are not entering the occupation, are leaving it or are
bypassing nursing home work altogether.
Occupation trends: Despite forecasts of an insufficient nursing supply for the
growing population, in 2004 the US Bureau of Labor Statistics reported that the
fastest growing occupation is registered nurses. In fact, one explanation for the
apparent nursing shortage is the underutilized workforce. For instance, one
third of nurses in New York State are working parttime. Another factor
contributing to the lack of nurses is the lack of professors. Even if more people
are recruited to become nurses, nursing schools do not have the space or
instructors to train prospective nurses. In 2006, 150,000 nursing applicants were
turned away, a pool containing a conservative estimate of at least 30,000
qualified candidates.14 Thus, we have substantial
numbers of people that are ready and willing to fill
For each 1 hour increase
the need. It is only a matter of making the
in total staffing time per
commitment to preparing them to do so.
resident, there is a

decrease of 2.4 injuries

Working conditions: Many experts believe that
per 100 fulltime
poor working conditions in nursing homes are the
equivalent workers.
primary reason why nursing home workers leave
their jobs. Despite the growth of the RN
profession, RNs do not and will not choose to work in
nursing homes because working conditions are often
intolerable. RNs in nursing homes report the highest levels
of workload stress compared to all other RNs working in
any other setting.15 However, working conditions can be
improved by increasing the staffing ratios. A study found
that for each 1 hour increase in total staffing time per
resident, there is a decrease of 2.4 injuries per 100 fulltime
equivalent workers.16 By improving working conditions,
nursing homes have a greater chance of maintaining the
current staff and subsequently recruiting more new nurses.
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Preparing for the Future
As baby boomers are sandwiched between caring for their children and parents, and
themselves getting older, the need for the kind of care that nursing homes provide will
grow. A survey conducted by the Pew Research Institute found that of the baby
boomers with parents who need assistance, 20% have parents living in an assisted
living, continuing care facility or nursing home.17 A study by the AARP and NAS in 2004
estimated that there are 44.4 million caregivers, which represents 21% of the adult
population in the United States.18 The consequences of the high proportion of caregivers
include declines in health19 and decreased productivity and earning potential20 of
caregivers. If this trend continues, the need for nursing home beds will inevitably rise.
Are the nursing homes prepared to care for the aging population?
If nursing homes continue to wait too long, patients who are forced to stay in nursing
homes will suffer and the nursing homes will continue to lose revenue. Nursing home
admissions have declined disproportionately with need and the patients who are leaving
are those with money. The bad reputation of nursing homes is causing those who can
afford the choice to look for alternatives.21 However, it is critical that we recognize that
there will always be a need for citizens to have access in their communities to places
that provide monitoring and care 24 hours per day for those who cannot live
independently safely.
In the CMS report to Congress, the researchers concluded that although it will be difficult
to make the initial investment, “the much higher staffing levels found in other countries
indicates…that it is possible to move a very substantial distance toward this goal.”22 We
owe it to our elderly and disabled loved ones – our parents, aunts and uncles, spouses
and partners – to take the first critical steps now.
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